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The  U.S.S.  R.  —  Economic  Strengths 
and  Weaknesses 

BY  HOWARD  C.  GARY 


THE  internal  economic  situation  of  the  U.S.S.R. 
is  a  factor  conditioning  the  formulation  and  imple¬ 
mentation  of  American  foreign  policy.  Since  mili¬ 
tary  might  is  a  function  of  industrial  strength, 
analyses  of  the  Soviet  economy  have  more  than  a 
purely  academic  interest. 

The  available  literature  on  the  U.S.S.R.  often 
fails  to  indicate  with  sufficient  clarity  the  differ¬ 
ences  between  a  free-market  economy  and  a 
planned  economy.*  On  many  occasions  statistical 
material  concerning  the  two  economies  is  com¬ 
parable  only  after  technical  processing — and  then 
with  qualifications.  To  avoid  this  error  it  is  neces¬ 
sary  to  consider  briefly  the  operation  of  the  Soviet 
economic  system. 

SOVIET  PLANNING 

The  planning  apparatus  is  directed  by  the  State 
Planning  Committee — or  Gosplan — composed  of  a 
large  staff  of  economists  and  technical  experts  who 
work  under  the  direction  of  an  ii-man  board. 
This  board  is  responsible  to  the  Council  of  Min¬ 
isters,  which  is  the  Russian  equivalent  of  a  presi¬ 
dential  cabinet.  The  chain  of  command  is  strength¬ 
ened  by  assigning  a  seat  on  the  Council  to  the 
president  of  the  board.  The  Gosplan  is  divided 
into  a  number  of  departments  to  deal  with  such 
tasks  as  over-all  planning,  capital  goods  construc¬ 
tion,  finance  and  so  forth.  The  U.S.S.R.  has  a 
whole  host  of  planning  boards,  as  every  trust, 
commissariat,  collective  farm  and  school  has  one, 
as  well  as  the  country’s  various  geographical  and 
political  units. 

The  planning  machinery  is  directed  by  the  Com¬ 
munist  party,  which  decides  the  broad  objectives 
of  the  country’s  economy.  Once  these  objectives 
have  been  set,  the  Gosplan  draws  up  a  five-year 
plan  and  control  figures  for  each  year.  On  occasion 

I.  For  general  analyses  of  Russia's  economic  development 
see  Maurice  Dobb,  Soviet  Economic  Development  Since  79/7 
(New  York,  International,  1948);  Alexander  Baykov,  The  De¬ 
velopment  of  the  Soviet  Economic  System  (New  York,  Mac¬ 
millan,  1937);  and  Harry  Schwartz,  Russia’s  Soviet  Economy 
(New  York,  Prentice-Hall,  1950). 


it  has  even  drawn  up  tentative  15-year  plans.  The 
difference  between  the  various  plans  is  in  matters 
of  perspective  and  detail.  The  proposed  five-year 
plan  is  broken  down  into  its  component  parts  and 
then  sent  for  criticism  and  comment  to  the  various 
subordinate  planning  agencies.  In  this  way  every 
individual  enterprise  learns  what  is  expected  of  it 
and  at  what  cost.  This  process  also  provides  the 
farm,  factory,  or  trust  with  an  opportunity  to 
comment  on  the  plans.  After  these  component  parts 
return  through  the  planning  hierarchy  to  the 
Gosplan,  a  definitive  five-year  plan  is  drawn  up 
and  then  must  be  ratified  by  the  Supreme  Soviet — 
the  equivalent  of  a  legislative  body. 

The  most  notable  characteristic  of  the  Soviet 
system  is  the  all-embracing  aspect  of  the  plans.  All 
the  resources  of  the  nation  serve  as  grist  for  the 
planning  mill,  and  economic  development  proceeds 
in  accordance  with  long-term  perspectives  and  spe¬ 
cific  goals  for  industry  and  agriculture. 

Since  the  allocation  of  total  resources  is  assigned 
to  a  central  authority — subject  to  the  system  of 
checks  and  balances  indicated — the  government 
budgets  reveal  much  more  about  the  functioning 
of  the  total  economy  than  does  the  national  budget 
in  a  free-market  society.  Whereas  in  the  United 
States  the  national  budget  includes  but  a  small 
propordon  of  total  investment,  the  volume  of  in¬ 
vestment  in  the  U.S.S.R.  that  is  not  shown  in  the 
national  budget  is  but  a  fraction  of  the  total. 

Similarly,  the  magnitude  of  the  defense  effort 
in  the  two  countries  cannot  be  shown  by  consid¬ 
ering  the  percentage  of  the  national  budget  allo¬ 
cated  to  military  expenditures.  Since  the  Soviet 
budget  is  so  much  broader  in  scope  than  the 
budget  of  the  United  States,  identical  military  allo¬ 
cations  in  both  countries  would  lead  one  to  be¬ 
lieve  that  this  country  devotes  a  greater  portion 
of  total  national  expenditure  for  defense  than  does 
the  U.S.S.R.  Statistics,  to  be  significant,  would  have 
to  deal  in  physical  or  monetary  terms  and  would 
have  to  contrast  total  output  or  expenditure  with 
military  output  or  expenditure.  This  process  is 
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infinitely  complicated  because  of  the  vagaries  of 
Soviet  statistical  techniques. 

SOVIET  ECONOMIC  STATISTICS 

For  years  Western  students  of  the  Soviet  econ¬ 
omy  have  been  beset  by  statistical  problems.  Since 
the  war  available  data  have  become  more  and  more 
limited  and  the  actual  working  of  the  economy  has 
become  shrouded  by  a  veil  of  percentages — which 
refer  to  production  increases  over  1926-27,  1940, 
1945  or  simply  the  immediately  preceding  year. 
It  is  possible  for  economists,  after  analyzing  the 
data  made  available  by  the  Soviet  Union,  to  present 
what  appears  to  be  accurate  information  about  the 
Russian  economy.  Yet,  despite  the  apparent  pre¬ 
cision  of  figures  with  two  digits  to  the  right  of  the 
decimal,  the  reliability  of  calculations  based  on 
aggregate  output  and  income  data  depends  on  the 
validity  of  the  Soviet  technique  of  using  1926-27 
ruble  prices  for  measuring  the  value  of  both  ag¬ 
gregate  output  and  national  income. 

In  recent  years  American  experts  on  the  Soviet 
Union  have  begun  to  discuss  the  question.  How 
reliable  is  the  index  of  industrial  output?  Three 
main  criticisms  have  been  presented  in  this  con¬ 
nection.  First,  although  national  income  data  is 
given  on  a  net  basis,  the  index  of  industrial  output 
is  a  gross  figure  and  provides  no  indication  of  net 
production.  Second,  the  index  has  a  definite  infla¬ 
tionary  bias.  This  bias  arises  because  prices  in  the 
base  year  were  inordinately  high  for  many  newly 
fabricated  goods  which  continued  to  be  expressed 
in  these  high  initial  prices  even  after  more  efficient 
production  techniques  had  brought  their  produc¬ 
tion  costs  into  line  with  the  over-all  cost-price  struc¬ 
ture.  If  a  later  year  had  been  used  as  a  base  or  if 
the  base  had  been  shifted  after  some  years,  the  re¬ 
sulting  index  would  have  indicated  a  rise  in  output 
of  a  lesser  magnitude  than  that  revealed  by  the 
official  index.  Another  source  of  difficulty  in  pierc¬ 
ing  the  statistical  curtain  surrounding  the  Russian 
economy  is  the  fact  that  the  alleged  constant  prices 
of  1926-27  include  an  increasing  number  of  prices 
of  later  years — representing  commodities  first  pro¬ 
duced  in  the  years  after  1926-27.  Given  any  sort  of 
secular  upward  trend  in  prices,  an  artificial  infla¬ 
tion  of  the  index  occurs.^ 

Soviet  planners  and  statisticians  are  aware  of  the 
technical  problems  posed  by  adherence  to  an  anti¬ 
quated  base  index  and  have  discussed  possible 
remedies.  According  to  an  article  by  Harry 

2.  See  Donald  R.  Hodgman,  “A  New  Production  Index  for 
Soviet  Industry,”  The  Review  of  Economics  and  Statistics, 
Vol.  XXXII,  No.  4  (November  1950),  pp.  329-38;  and  “Ap¬ 
praisals  of  Russian  Economic  Statistics,”  reprint  of  an  article 
in  The  Review  of  Economic  Statistics,  Vol.  XXIX,  No.  4  (No¬ 
vember  1947). 


I - - - - - 

I  The  previous  Foreign  Policy  Report  on  eco¬ 
nomic  conditions  in  the  U.S.S.R.  appeared 
^  on  July  1,  1947.  Since  that  time  relations 
-  with  the  Soviet  Union  have  presented  in¬ 
creasingly  difficult  problems  for  the  non-  j 
Communist  nations.  In  the  opinion  of  the 
Research  Department  the  conclusion  in  1950 
of  the  fourth  Five-Year  Plan  and  the  current 
political  tensions  make  this  a  timely  occasion 
for  another  appraisal  of  the  Russian  economy. 

_ _ ^1 

Schwartz,^  it  was  decided  in  1948  to  set  up  a  new 
index  expressed  in  terms  of  current  wholesale  prices 
and  corrected  for  price  variations  with  a  whole¬ 
sale  price  index.  “This  shift  was  ordered  in  a  decree 
of  the  Council  of  Ministers  adopted  July  28,  1948 
and  hitherto  unpublicized.  It  is  disclosed  in  the  So¬ 
viet  textbook,  ‘A  Course  of  Industrial  Statistics’  by 
Professor  D.  V.  Savinski,  published  in  Moscow  this 
year  by  the  State  Planning  (Committee’s  publishing 
house.”  Western  economists  do  not  yet  know  if  the 
new  proposal  has  been  put  into  practice.  Although 
Savinski  claims  that  the  new  index  went  into  effect 
January  i,  1949,  American  students  of  the  subject 
believe  that  while  it  may  be  used  for  current  and 
future  planning,  it  has  not  been  applied  to  past 
years. 

An  outstanding  authority  on  the  Soviet  economy 
makes  the  following  temperate  observation  on  Rus¬ 
sian  economic  statistics:  “While  there  are  methodo¬ 
logical  deficiencies  in  the  collection,  processing  and 
presentation  of  the  data,  and  while  indeed  the  So¬ 
viet  statisticians  do  not  seem  unduly  concerned  to 
remedy  deficiencies  which  lead  to  an  unduly  favor¬ 
able  picture  of  their  system,  it  seems  clear  that  they 
do  not  engage  in  outright  falsification.  Though  the 
data  must  be  used  with  care,  they  are  usable.”^ 

PILLARS  OF  SOVIET  STRENGTH 

The  marrow  of  any  nation’s  economic  strength 
consists  of  its  combination  of  what  may  be  con¬ 
veniently  described  as  immutable  and  mutable 
factors.’  The  immutable  factors  include  the  sup¬ 
ply  of  raw  materials — especially  those  required  for 
industrial  purposes — the  size  and  quality  of  the 
land  area,^  the  climate,  including  rainfall,  and  so 

3.  The  New  Yorh  Times,  Nov.  27,  1949. 

4.  Abram  Bergson,  “Soviet  National  Income  and  Product  in 
t937»”  The  Quarterly  Journal  of  Economics,  Vol.  LXIV,  No.  2 
(May  1950),  p.  213. 

5.  The  technique  of  analysing  national  economic  strength  on 
the  basis  of  the  concepts  of  mutable  and  immutable  factors 
was  introduced  by  A.  J.  Brown,  Industrialization  and  Trade 
(London,  Oxford,  1943). 

6.  Sec  S.  S.  Balzak,  V.  F.  Vasyutin  and  Y.  G.  Feigin,  eds.. 
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forth.  Among  the  more  important  mutable  factors 
are  the  skills  of  the  population,  the  level  of  indus¬ 
try  and  the  degree  of  technological  development.’ 

Mutable  factors,  by  definition,  may  be  altered 
in  varying  degrees.  The  marked  degree  of  indus¬ 
trialization  achieved  by  the  Communist  leaders  in 
a  third  of  a  century  indicates  the  transformations 
that  have  taken  place  in  the  mutable  factors.  Presi¬ 
dent  Truman’s  announcement  on  September  23, 
1949  that  an  atomic  explosion  had  occurred  in 
Russia  offered  concrete  evidence  that  modern  men 
and  machines  had  come  to  the  U.S.S.R. 

It  is  to  the  immutable  factors  in  the  Russian 
economy  that  one  must  look  for  any  basic  and 
chronic  source  of  economic  weakness — especially 
as  compared  to  the  world  in  general  and  the  United 
States  in  particular.  The  U.S.S.R.  contains  more 
than  one-sixth  of  the  land  surface  of  the  earth. 
From  the  Baltic  Sea  to  the  Pacific  Ocean  these  8 
million  square  miles  spread  across  160  degrees  of 
longitude.  This  vast  land  is  rich  in  natural  re¬ 
sources.  “Ic  is  now  clear  that  the  Union  is  one  of 
the  richest  nations  in  the  world  and  that  its  coal, 
oil,  iron,  gold,  potassium  salts,  and  phosphates  are 
of  vast  extent.  However,  not  all  Soviet  mineral 
deposits  are  of  high  grade,  or  are  easily  accessible, 
or  lie  near  the  requisite  fuel.  .  .  .  Although  the 
major  picture  is  one  of  exceptional  abundance, 
overoptimisic  conclusions  should  not  be  drawn 
from  a  mere  tabulation.”® 

Russia’s  two  principal  problems  in  the  realm  of 
immutable  factors  are  petroleum — essential  to  col¬ 
lectivized  agriculture — and  tin.  With  considerable 
reserves  in  the  eastern  and  northeastern  region  of 
the  European  part  of  the  U.S.S.R.,  in  the  Middle 
Volga  region  and  the  Bashkir  S.S.R.,  in  the  region 
of  the  Caspian  Basin  especially  along  the  slopes  of 
the  Great  Caucasus,  in  Central  Asia  near  the  Fer¬ 
gana  Valley  and  the  basin  of  the  upper  Amu- 
Darya,  in  the  Turkmen  S.S.R.  and  in  the  West 
Siberian  lowland  it  is  estimated  that  Russian  oil 
resources  comprise  approximately  25  per  cent  of 
the  world’s  total.  The  world’s  daily  crude  oil  pro¬ 
duction  is  estimated  to  be  ii  million  barrels.  The 
Russian  yield  is  about  900,000  barrels  a  day,  while 
this  country  produces  5.9  million  barrels  a  day,  or 
54  per  cent  of  the  total.  Venezuela,  the  second 
largest  producer,  has  a  daily  output  of  1.6  million 
barrels,  and  the  Middle  East,  which  in  the  last 
five  years  has  witnessed  the  greatest  expansion  in 

Economic  Geography  of  the  U.S.S.R.  (New  York.  Macmillan, 
1949). 

7.  For  statistics  on  the  increase  in  the  skilled  Soviet  labor 
supply  see  N.  A.  Voznesensky,  Soviet  Economy  During  the 
Second  World  War  (New  York,  International,  1049),  pp.  26-^’j. 

8.  George  B.  Cressey,  The  Basis  of  Soviet  Strength  (New  York. 
Whittlesey  House,  1945),  p.  108. 


the  history  of  the  oil  industry,  has  a  daily  yield  of 
about  1.9  million  barrels.  The  fact  that  with  25  per 
cent  of  the  world’s  resources  Russia  obtains  only 
10  per  cent  of  the  total  yield  indicates  that  its  oil 
industry  is  still  underdeveloped.  While  a  vast  in¬ 
ternal  development  program  can  improve  the  effi¬ 
ciency  of  the  Russian  oil  industry,  Soviet  leaders 
must  be  impressed  by  the  fact  that  of  the  75  per 
cent  of  the  world’s  resources  outside  the  U.S.S.R., 
35  per  cent  are  in  the  United  States  and  the  Carib¬ 
bean  area;  15  per  cent  are  in  the  Far  East,  Canada 
and  Mexico;  and  50  per  cent  are  in  the  Middle 
East.  It  seems  clear  that  in  the  event  of  a  military 
showdown  with  the  United  States  the  Soviet  Union 
would  look  for  oil  first  to  the  Middle  East.  Should 
the  Russians  succeed  in  augmenting  their  oil  output 
with  Middle  East  production — even  assuming  that 
owners  friendly  to  the  West  destroy  many  installa¬ 
tions  in  advance  of  Russian  occupation — they  would 
have  completely  redressed  their  unfavorable  posi¬ 
tion  as  regards  total  resources  and  would  have  taken 
a  significant  step  toward  closing  the  gap  between 
the  actual  output  of  the  U.S.S.R.  and  production  in 
this  country.^ 

With  respect  to  another  raw  material  in  short 
supply — tin — the  U.S.S.R.,  before  World  War  II, 
imported  about  12,000  tons  a  year  to  fill  the  gap 
between  domestic  production  and  normal  consump¬ 
tion  requirements  of  about  16,000  tons.  As  a  result 
of  the  restrictions  on  world  trade  arising  from  the 
cold  war,  the  Soviet  Union  is  now  practically  cut 
off  from  the  main  world  tin  markets.  While  some 
imports  by  way  of  re-exports  from  Eastern  Europe 
add  to  the  amount  smuggled  in,  it  is  clear  that 
foreign  supplies  do  not  approach  the  quantity  re¬ 
quired.  In  1945  domestic  Soviet  output  was  about 
4,500  tons,  and  the  aim  was  to  bring  that  figure  up 
to  12,000  tons  by  the  end  of  1950.  Assuming  that  the 
target  was  reached,  a  gap  of  4,000  tons  remains  to 
be  met  from  imports,  recovery  of  scrap  or  drawing 
on  stocks  which  are  believed  to  be  very  limited. 
In  addition  to  continuing  the  development  of  the 
Siberian  tin  industry,  the  Russians  hope  to  get 
considerable  supplies  from  the  Chinese  provinces 
of  Yunnan,  Kwangsi  and  Hunan.  While  the  Chi¬ 
nese  tin  mines  are  in  a  comparatively  primitive 
state,  the  quality  of  many  of  the  deposits  compares 
favorably  with  Malayan  tin.’°  In  case  of  war  South¬ 
east  Asia,  with  its  rich  supplies  of  tin,  may  be  ex¬ 
pected  to  become  a  prime  target  of  the  U.S.S.R. 

9.  For  a  technical  discussion  of  world  petroleum  resources  see 
Wallace  R.  Pratt  and  Dorothy  Good,  eds..  World  Geography  of 
Petroleum  (Princeton,  Princeton  University  Press  for  the  Ameri¬ 
can  Geographical  Society,  1950). 

10.  See  the  New  York  Herald  Tribune,  March  5,  1950  for  dis¬ 
cussion  of  a  report  on  Soviet  tin  supplies  that  appeared  in  the 
British  trade  journals  Tin  and  Metals  Bulletin. 
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The  rubber  supplies  in  that  region  would  also 
strengthen  the  Soviet  war  machine.  Although  the 
Russians  have  large — but  very  high-cost — synthetic 
rubber  plants,  these  fall  short  of  providing  a  satis¬ 
factory  substitute  for  natural  rubber. 

Except  for  oil  and  tin,  the  U.S.S.R.  is  probably 
at  least  as  self-sufficient  in  the  raw  materials  needed 
for  modern  industrial  production  and  warfare  as 
any  of  the  other  great  powers.  It  may  be  doubted, 
however,  that  the  Russian  economy  in  time  of  war 
could  operate  on  its  internal  resources  and  still 
maintain  peak  efficiency. 

It  is  a  moot  question  whether  the  close  economic 
relationship  between  the  Soviet  Union  and  the 
satellite  countries  has  meant  a  net  accretion  to 
Russian  economic  strength.  While  the  Russians 
have  ruthlessly  exploited  the  satellites,  the  wartime 
destruction  in  those  lands,  combined  with  the  ces¬ 
sation  of  East- West  trade  in  Europe,  has  made  it 
necessary  for  the  Soviet  Union  to  assume  some 
responsibility  for  their  economic  reconstruction. 
Certainly  the  current  news  which  indicates  that  oil 
production  in  Rumania  is  unsatisfactory,  that 
farmers  in  Poland  and  Bulgaria  are  actively  resist¬ 
ing  collectivization  and  levies  in  kind  and  that  the 
Hungarian  government  is  disturbed  because  the 
idea  of  “socialist  competition”  is  not  being  imple¬ 
mented  is  proof  that  the  U.S.S.R.  reaps  economic 
problems  as  well  as  benefits  from  its  supervision  of 
the  satellite  nations. 

PATTERN  OF  ECONOMIC 
DEVELOPMENT 

The  early  period  of  Soviet  power  from  1917- 
1919  did  not  see  sweeping  measures  of  confiscation 
or  nationalization.  Instead,  a  policy  of  controlled 
capitalism  was  followed  while  all  the  energies  of 
the  Bolsheviks  were  devoted  to  consolidating  the 
political  power  recently  won.  The  Decree  on 
Workers’  Control  of  November  14,  1917  granted 
workers’  committees  in  each  industry  “the  right 
to  supervise  the  management”  and  “to  determine  a 
minimum  of  production.”  The  General  Instruc¬ 
tions  appended  to  the  decree  reserved  for  the  owner 
the  right  to  give  orders  concerning  the  conduct  of 
the  firm  and  forbade  the  factory  committee  to 
countermand  his  decisions.  This  transition  to  a 
form  of  state  capitalism  proved  unstable. 

Planning  machinery  was  introduced  in  1920  on 
Lenin’s  initiative  with  the  formation  of  Goelro,  or 
State  Commission  for  Electrification.  With  a  staff 
of  technical  experts  and  administrators  the  organ¬ 
ization  set  out  to  give  meaning  to  Lenin’s  thesis 
that  “Soviets  plus  electrification  equals  commu¬ 
nism.”  In  February  1921  Goelro  was  merged  with 
Gosplan  to  form  a  planning  agency  with  advisory 
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rather  than  executive  functions.  The  new  plan¬ 
ning  commission  never  had  any  clearly  defined 
function  during  the  years  when  the  U.S.S.R.  main¬ 
tained  a  hybrid  economy.  It  was  only  with  the  end 
of  the  New  Economic  Policy  and  the  start  of  the 
first  Five-Year  Plan  in  192^29  that  the  Gosplan 
began  to  assume  its  present  important  role. 

THE  FIVE-YEAR  PLANS 

The  first  FYP  (October  1928  to  the  end  of  1932) 
was  designed  to  proceed  with  the  industrialization 
of  the  U.S.S.R.  and  to  free  the  country  from  its 
dependence  on  industries  in  the  more  advanced 
capitalist  nations.  The  output  of  consumers’  goods 
was  necessarily  kept  at  a  minimum,  because  the 
planned  allocation  of  existing  resources  was  de¬ 
voted  to  the  expansion  of  factories  producing 
heavy  capital  goods.  In  agriculture  the  aim  was  to 
start  with  the  reorganization  of  agricultural  so¬ 
ciety  by  changing  it  from  a  system  of  small  indi¬ 
vidual  farms  into  one  of  large  collective  units. 

The  second  FYP  (1933-1937)  stressed  new  meth¬ 
ods  of  production,  training  labor,  and  some  ex¬ 
pansion  in  the  production  of  consumers’  goods. 
During  this  period  the  danger  of  war  with  Japan 
and  Germany  was  thought  to  necessitate  an  in¬ 
creasing  emphasis  on  capital  equipment.  These 
years  saw  the  beginning  of  major  operations  by 
industrial  plants  in  the  Urals  and  Siberia  —  al¬ 
though  work  in  those  regions  had  begun  during  the 
first  FYP. 

The  third  FYP  (1938-1942)  was  drawn  up  on 
the  eve  of  World  War  II  and  placed  greatest  stress 
on  developing  the  Soviet  war  potential.  With  the 
outbreak  of  hostilities  in  1939  and  the  German  at¬ 
tack  on  the  U.S.S.R.  on  June  22,  1941  the  resources 
of  the  nation  were  geared  to  national  survival.^* 

Once  victory  had  been  achieved  the  Kremlin  set 
its  economic  sights  high.  During  the  period  of  the 
fourth  FYP  (1946-1950)  it  planned  not  only  to 
reconstruct  the  wartime  damage  but  also  to  exceed 
the  prewar  level  of  industrial  output. 

RECENT  TRENDS  IN  AGRICULTURE 

The  task  of  integrating  farm  output  into  a  so¬ 
cialist  economy  is  made  difficult  by  the  fact  that 
the  support  of  peasants  for  a  socialist  revolution  is 
usually  based  on  their  aspirations  for  freedom  from 
farm  tenancy  and  from  remnants  of  feudal  restric¬ 
tions.  Since  the  basic  hope  of  the  peasant  is  to  own 
and  cultivate  his  own  land,  the  development  of 
collectivization  requires  cautious  and  calculated 

II.  “The  Effect  of  World  War  II  on  Industry,”  Bulletins  on 
Soviet  Economic  Development,  Bull,  i  (May  1949).  Published 
by  the  Department  of  Economics  and  Institutions  of  the 
U.S.S.R.,  University  of  Birmingham  (England). 
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maneuvering.  Despite  grave  mistakes  in  policy  and 
a  high  cost  in  human-material  terms,  collective 
agriculture  has  been  established  in  the  U.S.S.R., 
and  the  overwhelming  bulk  of  agricultural  produce 
comes  from  these  large  units  rather  than  from  the 
handful  of  individual  peasant-operated  farms  that 
are  still  tolerated  by  the  Soviet  government. 

The  fourth  FYP  sought  to  raise  agricultural  out¬ 
put  to  a  level  exceeding  the  prewar  figures.  Specifi¬ 
cally,  1950  output  was  to  represent  a  gain  of  27 
per  cent  above  the  1940  figures.  This  gain  was  to 
be  achieved  by  intensive  agriculture  as  well  as  by 
expansion  in  the  area  of  cultivable  land.  Accord¬ 
ing  to  the  text  of  the  plan,  the  “most  important 
task  of  agriculture  in  1946-50  is  the  general  im¬ 
provement  of  crop  yield  and  an  increase  in  the 
gross  harvest  of  agricultural  produce,  to  be  effected 
by  considerably  improving  farm  methods  and  ap¬ 
plying  the  latest  achievements  in  agricultural 
science  [including]  proper  crop  rotation  .  .  .  im¬ 
provement  in  selection  and  seed  production  ...  as 
well  as  an  increase  in  the  five  year  period  of  656,000 
hectares  (one  hectare  equals  2.471  acres)  of  irri¬ 
gated  land  and  of  615,000  hectares  of  drained 
land.”*^ 

As  the  period  covered  by  the  fourth  FYP  draws 
to  a  close,  it  is  possible  to  note  a  new  trend  in  ag¬ 
ricultural  policy  and  to  compare  reported  accom¬ 
plishments  with  acknowledged  goals.  Perhaps  the 
most  significant  development  in  recent  years  has 
been  the  sharp  reduction  in  the  number  of  collec¬ 
tive  farms,  because  many  small  units  have  been 
absorbed  in  larger  ones.  Along  with  the  merging 
of  collectives  have  come  initial  steps  in  the  devel¬ 
opment  of  what  was  originally  referred  to  as 
“agrocities”  and  now  goes  under  the  more  modest 
name  of  “collective  farm  settlements.”  This  con¬ 
solidation  trend  is  part  of  an  agricultural  revo- 
luction  that  has  received  little  notice  outside  of 
the  U.S.S.R.  The  new  program  is  under  the  direc¬ 
tion  of  Nikita  S.  Kruschev,  a  member  of  the 
Politburo,  who  succeeded  Andrei  S.  Andreyev  as 
the  official  in  charge  of  farm  policy. 

It  is  no  secret  that  the  Soviet  government  has 
constantly  been  troubled  by  widespread  breaches 
in  collective  farm  regulations.  Officials  of  the  col¬ 
lectives  have  been  accused  of  thievery,  gross  in¬ 
efficiency  and  violation  of  farm  democracy.  Re¬ 
muneration  to  the  farmer  frequently*  bore  no  re¬ 
lation  to  the  amount  of  labor  performed.  A  spot 
check  of  payment  techniques  by  the  Central  Com¬ 
mittee  of  the  Ukrainian  Communist  party  revealed 

12.  For  complete  text  of  the  1946-1950  Five-Year  Plan  see 
“Special  Supplement  on  the  Fourth  Five-Year  Plan,”  Informa¬ 
tion  Bulletin  (Washington,  Embassy  of  the  Union  of  Soviet 
Socialist  Republics,  June  1946). 


that  one-third  of  all  collective  farms  in  1948  did  not 
pay  farmers  in  accordance  with  the  method  pre¬ 
scribed  by  law. 

In  speeches  on  March  7  and  April  25,  1950  Mr. 
Kruschev  pointed  out  that  26  per  cent  of  the  farms 
in  the  Moscow  province  had  fewer  than  250  acres, 
while  45  per  cent  included  30  or  fewer  families.^^ 
Farm  units  of  this  size  were  held  to  be  uneconomi¬ 
cal  by  virtue  of  their  inability  to  be  worked  prop¬ 
erly  with  modern  agricultural  equipment.  Apply¬ 
ing  this  formula  to  the  entire  U.S.S.R. — since  25 
per  cent  of  all  collectives  had  less  than  30  families 
— about  60,000  Soviet  collective  farms  may  be 
abolished  and  the  approximately  250,000  farms  in 
existence  at  the  beginning  of  1950  may  be  reduced 
to  less  than  200,000.  According  to  Kruschev,  the 
greatest  efficiency  is  achieved  by  farm  units  that 
have  more  than  5,000  acres  and  well  over  100 
families.  Recent  information  on  implementation 
of  the  new  policy,  begun  in  the  Moscow  prov¬ 
ince  and  later  extended  throughout  western  Rus¬ 
sia,  the  Caucasus,  Siberia  and  Central  Asia,  in¬ 
dicates  that  the  number  of  collectives  has  already 
been  reduced  to  nearly  215,000  units.  Article  8  of  the 
Stalin  constitution,  proclaimed  in  1936,  declared: 
“The  land  occupied  by  collective  farms  is  secured 
to  them  for  their  use  free  of  charge  and  for  an  un¬ 
limited  time,  that  is,  in  perpetuity.”  The  wave  of 
amalgamations  is  consequently  explained  as  rep¬ 
resenting  voluntary  simultaneous  decisions  by 
peasant  assemblies  on  the  affected  farms. 

Some  problems  have  arisen  in  the  course  of  car¬ 
rying  out  the  amalgamation  program.  Merged 
farms  are  not  generally  contiguous;  machine  and 
tractor  stations  are  finding  it  difficult  to  adjust  op¬ 
erations  to  the  new  set  up;  and  the  1948  reforesta¬ 
tion  program,  which  provided  for  the  planting  of 
trees  along  the  borders  of  thousands  of  farms, 
must  undergo  alterations  as  newly  planted  trees 
have  to  be  uprooted. 

Moscow  officials  claim  that  the  urbanization  of 
the  peasant  in  collective  farm  settlements  is  already 
under  way.  The  Soviet  leaders  intend  to  replace 
isolated  villages  with  rural  cities  possessing  modern 
cultural  and  economic  conveniences.  While  each 
new  settlement,  with  populations  ranging  from 
2,000  to  10,000,  is  supposed  to  have  its  own  club, 
cinema,  clinic,  hospital  and  school  through  the  loth 
grade,  no  mention  is  made  of  the  tremendous  diffi¬ 
culties  and  personal  sacrifices  involved  in  this 
sweeping  policy  change. 

13.  An  English  translation  of  Kruschev's  speech  of  April  25 
can  be  found  in  the  Current  Digest  of  the  Soviet  Press,  Vol.  II 
(June  10,  1950),  pp.  3-6.  See  also  Schwartz,  Russia’s  Soviet 
Economy,  Chap.  VIII. 
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FOREIGN  POLICY  REPORTS  •  APRIL  I,  I951 
IRRIGATION  PROJECTS 

Extensive  plans  and  some  progress  have  been 
made  in  improving  agricultural  output  by  extend¬ 
ing  the  irrigation  systems.  The  Council  of  Minis¬ 
ters  set  1955  as  the  target  date  for  completion  of  a 
hydroelectric  station  on  the  Volga  River  in  the 
Kuibyshev  region  —  expected  to  be  the  world’s 
largest.  It  is  claimed  that  this  station  will  irrigate 
about  2.5  million  acres  compared  with  the  i  million 
acres  served  by  the  Grand  Coulee  Dam  in  the 
United  States.  Another  gigantic  project  is  planned 
for  the  Stalingrad  area  on  the  Volga.  This  installa¬ 
tion  is  due  to  be  completed  by  1956,  and  at  that 
time  the  vast  area  in  the  triangle  bounded  by 
Dnepropetrovsk,  Kuibyshev  and  Stalingrad  will  no 
longer,  it  is  hoped,  be  vulnerable  to  the  drought 
that  has  long  plagued  inhabitants  of  the  central 
and  lower  Volga  Valley. 

On  September  12,  1950  a  third  irrigation  project 
was  announced.  This  plan  is  to  take  care  of  the 
land  north  of  the  Iranian  border  where  desert  heat, 
sandstorms,  little  transport  and  almost  no  water 
have  created  a  wasteland.  The  plan  calls  for  the 
construction  of  a  660-mile  canal  and  subsidiary  irri¬ 
gation  channels,  three  dams  to  form  large  reservoirs 
and  three  hydroelectric  power  stations.  The  canal 
would  run  from  the  Amu-Darya  River  —  which 
flows  northwest  from  the  Afghanistan  mountains 
to  the  Aral  Sea — to  Krasnovodsk,  a  city  on  the  east 
shore  of  the  Caspian  Sea.  Two  of  the  dams  will  be 
built  on  the  canal  and  the  third  on  the  Amu-Darya 
River  at  Talhya  Tasha.  The  new  construction 
would  bring  20  million  additional  acres  under  cul¬ 
tivation. 

CROP  YIELDS 

Year-end  figures  made  public  in  Marshal  Nikolai 
A.  Bulganin’s  November  7,  1950  speech  on  the  33rd 
anniversary  of  the  Bolshevik  revolution  claim  that 
the  1950  grain  crop  totaled  124  million  metric 
tons — or  about  3  million  tons  below  the  planned 
quota.  This  represents  an  impressive  comeback, 
because  the  first  year  of  the  current  FYP,  1946, 
started  out  with  one  of  the  worst  crop  failures  in 
Russian  history.  The  1947  crop  was  roughly  equal 
to  the  1938  output.  The  1948  yield  was  about 
2.5  per  cent  below  that  of  1940.  The  1949  crop  ex¬ 
ceeded  the  1940  production  figures  by  5  per  cent, 
and  the  1950  harvest  came  near  to  reaching  the 
planned  goal. 

Cotton  production  for  1950  reached  about  3.75 
million  metric  tons — well  over  the  target  of  3.1  mil¬ 
lion  tons  set  by  the  FYP.  The  sugar-beet  harvest 
totaled  23.4  million  tons  in  1950,  representing  a 
substantial  increase  over  the  1940  figures,  although 
short  of  the  planned  yield  of  26  million  tons. 
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In  addition  to  the  inflated  nature  of  the  pub¬ 
lished  harvest  figures,^'*  another  factor  which  ren¬ 
ders  the  alleged  agricultural  accomplishments  of 
the  U.S.S.R.  less  impressive  must  also  be  consid¬ 
ered.  As  compared  with  1940,  the  Soviet  Union 
today  has  many  hundreds  of  thousands  more 
square  miles  and  several  million  more  inhabitants. 
This  combination  of  more  territory  and  more 
mouths  to  feed  indicates  that  no  substantial  im¬ 
provement  in  nutritional  standards  has  been 
achieved— despite  the  vaunted  gains  in  crop  yields. 

In  assessing  the  strength  and  weakness  of  Soviet 
agriculture  it  is  clear  that  government  leaders  are 
by  no  means  satisfied  with  the  organizational  setup, 
the  administrative  efficiency  or  the  actual  produc¬ 
tion.  This  “self-criticism,”  which  is  common  in  the 
U.S.S.R.,  should  not  be  allowed  to  obscure  the  fact, 
however,  that  certain  gains  have  been  made.  While 
Soviet  agricultural  statistics  are  misleading,  it  must 
be  borne  in  mind  that  real  obstacles  had  to  be 
overcome  —  especially  when  the  uncertainties  of 
the  drought  are  added  to  the  devastation  wreaked 
by  the  Nazi  invaders. 

Russian  agricultural  accomplishments  do  not  suf¬ 
fer  by  comparison  with  the  results  obtained  in 
Western  Europe  during  the  postwar  period,  when 
dangerous  food  shortages  were  averted  only  by 
sustained  foreign  aid.  In  all  probability,  however, 
the  Soviet  agricultural  reserve  is  not  comparable 
to  the  vast  holdings  of  the  Commodity  Credit  Cor¬ 
poration  in  this  country.  While  no  one  can  assert 
that  possible  aggressive  plans  on  the  part  of  the 
U.S.S.R.  will  be  postponed  until  emergency  gran¬ 
aries  are  refilled,  it  would  be  dangerous  to  assume 
that  in  the  event  of  war  the  U.S.S.R.  could  be 
blockaded  or  sanctioned  into  famine. 

INDUSTRIAL  DEVELOPMENTS 

Regardless  of  one’s  views  concerning  the  efficacy 
of  planning  as  a  technique  to  secure  optimum 
output,  it  is  impossible  to  gainsay  the  production 
achievements  of  the  U.S.S.R.  In  1913  Tsarist  Russia 
accounted  for  5.5  per  cent  of  the  world’s  manufac¬ 
turing  production;  by  1938  the  U.S.S.R.  accounted 
for  18.5  per  cent  of  the  total,  thus  achieving  a  rank 
second  to  the  United  States.*’  During  that  period 
the  corresponding  percentages  for  the  United  States 
declined  from  35.8  per  cent  to  32.2  per  cent.  The 
following  table  indicates  some  details  of  this  accom¬ 
plishment: 

14.  For  discussion  of  deficiencies  in  Soviet  agricultural  statis¬ 
tics  see  Schwartz,  Russia’s  Soviet  Economy,  pp.  306-13. 

15.  League  of  Nations,  Industrialization  and  Foreign  Trade 
(printed  by  Princeton  University  Press,  1945),  p.  13.  The  ac¬ 
curacy  of  these  figures  has  often  been  questioned.  Critics  have 
maintained  that  the  League  erred  in  accepting  at  face  value 
percentage  figures  supplied  by  the  Soviet  Union. 
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Output  in  Basic  Industries'^ 


1913 

1928 

1938 

1940 

Milliard  kw 

Electric  power 

1.9 

5.0 

39-6 

48-3 

Million  tons 

Oil 

9.2 

11.5 

32.2 

31.0 

Coal 

29.1 

35-5 

132-9 

166.0 

Pig  iron 

4.2 

3-3 

14.6 

15.0 

Steel 

4.2 

4-3 

18.0 

18.3 

Rolled  steel 

3-6 

3-4 

13.0 

13-1 

Cement 

1-5 

1.8 

5-7 

5.8 

The  tremendous  damage 

suffered  by  the  Soviet 

economy  during  World  War  II  has  been  reported 
in  detail  elsewhere.^^  The  industrial  targets  set  in 
the  fourth  FYP  included,  first,  a  recovery  to  the 
prewar  level  and  then  efforts  “considerably  to 
surpass  that  level.” 

As  early  as  the  second  quarter  of  the  fourth  year 
(1949)  the  Russians  began  to  boast  that  they  were 
on  the  verge  of  reaching  the  1950  targets.  The 
leading  propaganda  slogan  in  July  1949  was  “Ful¬ 
fillment  of  the  Five-Year  Plan  regarding  volume  of 
output  in  four  years.”  In  mid-1949  the  claim  was 
made  that  daily  gross  industrial  output  was  41  per 
cent  above  the  1940  level,  while  the  increase  sought 
by  the  end  of  1950  was  48  per  cent. 

By  the  end  of  1950  it  appeared  that  the  U.S.S.R. 
had,  on  an  over-all  basis,  more  than  fulfilled  its 
industrial  plan  and  that  production  levels  for  basic 
industrial  goods  had  reached  an  all-time  high.  The 
value  of  the  total  volume  of  production  in  1950 
(in  1926-27  ruble  prices)  ran  between  235  and  240 
billion  rubles  as  compared  to  a  planned  figure  of 
205  billion. 

With  respect  to  specific  items,  the  plan  for  steel 
output  was  25.4  million  tons,  whereas  the  Russians 
in  1950  claimed  a  year-end  rate  of  close  to  30  mil¬ 
lion  tons  and  a  yearly  output  in  excess  of  the 
planned  quota.  Although  Soviet  steel  production 
has  increased,  it  is  still  far  behind  that  of  the 
United  States,  which  has  an  annual  output  of  about 
100  million  tons. 

In  regard  to  the  military  use  of  steel,  however, 
the  U.S.S.R.,  with  its  planned  economy  and  lower 
living  standards,  has  diverted  a  greater  percentage 
of  its  total  steel  output  to  armament  production 
and  has  not  allocated  significant  quantities  to  the 
durable  and  semidurable  consumers’  goods  indus¬ 
tries.  In  an  interesting  article  on  the  world  steel 
situation,  Paul  Wohl,  Christian  Science  Monitor 
expert  on  Russia,  estimates  that  during  World 
War  II  the  U.S.S.R.  was  able  to  channel  70  per 

16.  “The  Main  Trends  of  Industrial  Development  in  the 
U.S.S.R.  Between  1913  and  1940,"  Bulletins  on  Soviet  Economic 
Development,  cited,  p.  8. 

17.  Voznesensky,  op.  cit. 


cent  of  its  steel  output  into  war  production,  while 
the  United  States  never  set  aside  more  than  26  per 
cent  for  military  purposes.*®  At  the  present  rate  of 
production — and  crediting  the  Soviet  satellites  with 
an  output  slightly  in  excess  of  8  million  tons — the 
Soviet  war  machine  could  thus  draw  on  nearly  27 
million  tons  of  steel,  while  the  United  States  would 
have  but  26  million  tons.  These  figures,  however, 
represent  the  most  favorable  combination  of  factors 
for  the  U.S.S.R.  That  country  is  already  reported  to 
be  devoting  so  large  a  proportion  of  its  steel  output 
to  military  requirements  that  in  the  absence  of 
greatly  increased  production  it  is  not  likely  military 
quantities  ' can  be  significantly  increased.  By  con¬ 
trast  the  United  States  can  probably  substantially 
increase  its  military  allocation  of  steel.  If,  for  ex¬ 
ample,  the  United  States  shifted,  percentagewise, 
half  as  much  steel  to  arms  as  the  Soviet  Union,  this 
country’s  military  supplies  would  rise  to  35  million 
tons.  Moreover,  if  the  Western  European  annual 
steel  production  of  nearly  57  million  tons  is  added 
to  American  production,  the  superiority  of  the 
Western  nations  in  steel  output  becomes  obvious. 
Since  the  Soviet  steel  target  for  i960  has  been  set 
at  60  million  tons,  it  is  not  likely  that  the  Russians 
will  seriously  challenge  the  steel  production  of  the 
United  States  in  the  near  future. 

The  record  for  the  production  of  rolled  steel 
in  the  U.S.S.R.  has  also  shown  a  gain  since  the 
war.  Output  in  1950  was  reported  at  20.4  million 
tons  in  contrast  to  a  planned  figure  of  17.8  million 
tons.  While  no  figures  are  available  on  pig-iron 
production,  where  the  target  was  19.5  million  tons. 
Marshal  Bulganin  implied  in  his  November  7, 
1950  speech  that  actual  output  missed  expectations 
by  a  margin  so  slight  that  the  end  of  the  year 
might  well  have  seen  the  quota  attained.  Year-end 
reports  on  the  coal  industry  indicate  that  an  annual 
rate  of  about  264  million  tons  had  been  reached — 
an  amount  somewhat  in  excess  of  the  250  million 
tons  planned.  The  Ministry  of  Electrical  Stations 
reported  that  it  had  exceeded  the  planned  yearly 
output  by  December  22,  1950.  Total  power  pro-  1 
duction  for  the  U.S.S.R.  was  about  90  billion  kilo-  ! 
watts,  while  only  82  billion  had  been  specified  in 
the  FYP. 

Other  relevant  data  on  actual  and  proposed  out- 

18.  Christian  Science  Monitor,  Jan.  16,  1951.  Mr.  Wohl’s  esti¬ 
mate  on  American  steel  output  and  the  military  effort  is  based 
on  a  report  made  in  1945  by  the  former  head  of  the  United 
States  War  Production  Board,  Julius  Krug.  See  U.S.  War  Pro¬ 
duction  Board,  Wartime  Production  Achievements  and  Recon¬ 
version  Outlooh  (Washinjfton,  U.S.  Gov’t  Printinjj  Office, 
October  1945).  The  Iron  and  Steel  Institute,  in  its  publication 
Steel  Facts,  No.  103  (August  1950),  p.  3,  estimates  that  in 
1944,  32  per  cent  of  American  steel  production  was  allocated  to 
military  production.  The  estimate  for  the  U.S.S.R.  can  be 
verified  in  Voznesensky,  op.  cit.,  p.  61. 
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put  of  the  basic  industries  conforms  to  the  general 
pattern  of  overfulfxllment  as  far  as  the  current  FYP 
is  concerned.  In  some  cases,  however,  the  gains 
indicated  over  the  1940  output  are  rendered  less 
impressive  by  the  fact  that  in  1940  the  U.S.S.R. 
had  already  shifted  to  a  war  economy.  For  ex¬ 
ample,  a  1 950  tractor  output  (the  average  Soviet 
tractor  is  rated  at  30  horse  power)  of  approxi¬ 
mately  96,000  stacks  up  as  very  impressive  against 
a  1940  total  of  31,000,  but  seems  less  outstanding 
when  compared  to  the  1936  figure  of  116,100.  Simi¬ 
larly  the  current  output  of  38,000  combine-harvest¬ 
ers  is  less  impressive  against  the  1936  total  of 
42,500  than  against  the  1940  figure  of  10,000. 

Throughout  the  1946-1950  period  the  U.S.S.R. 
carried  forward  the  earlier  trend  toward  the  geo¬ 
graphic  dispersion  of  industry.  This  dispersion  has 
been  largely  motivated  by  strategic  considerations. 
The  Kremlin  believes  that  the  United  States  will 
be  the  main  enemy  of  Russia  in  the  event  of  war. 
It  also  believes  that  the  principal  conflict  will  be 
fought  on  the  historic  battlegrounds  of  Europe. 
Consequently,  it  is  probable  that  the  shift  of  in¬ 
dustry  to  areas  in  Siberia,  Kazakhstan  and  the 
adjoining  republics  of  Central  Asia  will  be  con¬ 
tinued. 

The  record  of  over  30  years  shows  that  the  Soviet 
system  has  proved  capable  of  developing  the  econ¬ 
omy  of  the  U.S.S.R.  and  therefore  exercises  consid¬ 
erable  attraction  for  many  people  in  underdeveloped 
areas.  The  question  remains,  however,  whether  a 
different  economic  organization  of  society  could 
have  made  comparable  or  even  greater  gains  in 
Russia  given  that  country’s  natural  resources.  The 
history  of  the  United  States  certainly  shows  that  a 
capitalism  responsive  to  human  needs  has  proved 
to  be  dynamic  and  progressive.  It  is  also  legitimate 
to  ask  whether  the  Soviet  citizen  has  not  paid  an 
excessively  high  price  for  dams,  factories  and  col¬ 
lective  farms  in  terms  of  absence  of  civil  liberties 
and  of  meager  consumers’  goods. 

In  any  event  it  is  clear  that  the  industrial  strength 
of  the  U.S.S.R.  is  definitely  inferior  to  that  of  the 
United  States.  According  to  Stalin,  wars  are  won 
by  whichever  side  can  make  the  best  and  the  most 
motors.  On  both  counts  the  capacities  of  the  United 
States  exceed  those  of  the  U.S.S.R. 

TRANSPORT,  HOUSING  AND 
CONSUMERS’  GOODS 

While  the  Russians  have  made  improvements  in 
their  transport  facilities,  a  study  prepared  for  the 
University  of  Birmingham,  England,  by  Professor 
Holland  Hunter  of  Haverford  College  indicates 
that  the  targets  of  the  FYP  were  not  reached.  Ac- 
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cording  to  this  report'^  the  Russians,  between  1946 
and  1949,  had  restored  or  newly  built  3,000  miles  of 
rail  lines.  This  means  an  equal  volume  of  mileage 
was  required  in  1950  if  the  plan  goals  were  to  be 
met.  According  to  Professor  Hunter,  only  a  few 
projects  of  the  impressive  list  detailed  in  1946  have 
been  started.  While  traffic  goals  will  probably  be 
met,  this  will  be  due  due  primarily  to  the  increase 
in  freight  cars.  In  1949  about  852,000  freight  cars 
were  available,  as  against  721,000  in  1940  and  only 
675,000  in  1945.  Freight  haulage  in  1949  was  esti¬ 
mated  at  525  billion  ton-kilometers  compared  with 
415  billion  ton-kilometers  in  1940  and  314  in  1945. 

Housing  has  always  been  a  problem  in  the  Soviet 
Union.  Today  gross  overcrowding  continues  to 
exist;  and  the  housing  pattern,  as  before  the  war, 
remains  one  family  to  a  room,  with  a  sharing  of 
kitchen  and  bathroom  facilities.  The  FYP  called 
for  the  construction  and  rehabilitation  of  85  mil¬ 
lion  square  meters  of  urban  dwelling  space  and 
3.4  million  in  rural  areas.  By  the  end  of  1949  about 
72  million  square  meters  (about  775  million  square 
feet)  had  been  built  or  reconstructed,  but  this  was 
very  inadequate  due  to  the  severity  of  wartime  de¬ 
struction  and  the  increase  in  population  accom¬ 
panied  by  a  growing  urbanization  of  Soviet  so¬ 
ciety.  Moscow  may  be  cited  as  a  typical  example. 
About  204.4  million  square  feet  are  available  for  a 
population  of  5.1  million,  which  means  per  capita 
housinit  space  is  38  square  feet.  In  1938  the  then 
a.T  million  Muscovites  had  approximately  197 
million  square  feet  of  housing  accommodations, 
which  made  the  per  capita  average  more  than  46 
square  feet. 

In  the  matter  of  consumers’  goods  the  Russians 
have  made  some  improvements  since  the  war, 
despite  the  continued  emphasis  on  heavy  industry 
and  armament  production.  But  the  supplies  and 
prices  in  Russian  shops  are  in  no  way  comparable 
to  the  situation  in  American  stores.  A  traveler  re¬ 
cently  returned  from  Moscow  has  reported  his 
shopping  experiences  as  follows:  Ready-made  suits 
for  men  range  in  price  from  $113  to  $377.  Shirts 
can  be  had  for  Si  1.30  and  up.  Leather  shoes  run 
from  $47.10  to  $75.40.  Vacuum  cleaners  sell  for 
S226,  and  Russian  refrigerators  retail — depending 
on  which  of  the  two  sizes  is  purchased — at  $565 
and  Si. ^60.  Radio-phonographs  in  console  models 
sell  for  $1,360  to  $1,880.  A  bicycle  costs  from  $136 
to  $377.2° 

19.  Holland  Hunter,  "Soviet  Railroads  Since  1940,”  Bulletins 
on  Soviet  Economic  Development,  Bull.  4  (September  1950), 
pp.  10-20. 

20.  Edmund  Stevens,  This  is  Russia — Uncensored  (New  York, 
Didier,  1950),  pp.  40-43.  It  would  be  a  mistake  to  consider 
the  quoted  dollar  prices  of  goods  in  Moscow  as  anything  more 
than  a  crude — and  relatively  unscientific — attempt  to  compare 
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Oddly  enough  the  “new  look”  in  women’s  fash¬ 
ions  caught  on  in  Moscow;  and  although  today 
skirt  lengths  are  on  the  upgrade  on  Fifth  Avenue 
and  the  Champs  Elysees,  the  fashionable  woman 
of  Moscow  would  not  be  seen  in  anything  more 
than  1414  inches  off  the  floor — despite  a  party  line 
that  labeled  M.  Dior’s  ideas  as  an  example  of 
bourgeois  decadence.  The  innate  good  taste  of  the 
Russian  women  is  severely  tested  by  the  fact  that 
cotton  blouses  cost  $11.30  and  up,  rayon  stockings 
from  $6.80  to  $13.60.  As  yet  nylon  stockings  are 
not  on  sale. 

SOVIET  FINANCE 

Russian  finance  has  been  marked  by  two  im¬ 
portant  developments  in  recent  years:  first,  the 
decree  on  the  ruble  reissue  of  December  14,  1947’* 
and,  second,  the  shift  of  the  ruble  from  the 
dollar  to  gold  as  the  basis  of  the  exchange  rate.^^ 
The  1947  decree,  according  to  the  Kremlin,  was 
intended  to  eliminate  the  counterfeit  money  left 
in  the  wake  of  the  Nazi  invasion  and  defeat  as 
well  as  the  tremendous  volume  of  new  war-induced 
issues  which  had  caused  market  prices  to  rise 
10  to  15  times  their  prewar  level.^^  To  eliminate 
the  black  market  it  was  decided  to  issue  new 
money  at  full  value  and  withdraw  false  money  as 
well  as  money  of  less  than  full  value.  All  money 
in  circulation  and  cash  on  hand  were  exchanged 
on  the  basis  of  ten  old  rubles  for  one  new  ruble. 
Deposits  in  Savings  Banks  and  State  Banks  were 
revalued  at  more  favorable  terms — with  deposits  up 
to  3,000  rubles  exchanged  ruble  for  ruble,  and 
deposits  up  to  10,000  rubles  replaced  one  for  one 
for  the  first  3,000  rubles  and  the  balance  at  the 
rate  of  three  old  for  two  new  rubles.  Accounts  in 


prices  in  the  two  countries.  To  obtain  meaningful  figures  it 
would  be  necessary  to  include  the  dollar  value  of  income  avail¬ 
able  to  the  Soviet  citizen  as  well  as  the  dollar  equivalent  of 
Moscow  prices.  The  United  Nations  has  recently  est.mated  Rus¬ 
sian  per  capita  annual  income  at  $308. 

21.  The  text  of  the  decree  was  published  in  The  New  York. 
Times,  Dec.  16,  1947. 

22.  Marcin  R.  Wyczalkowski,  “The  Soviet  Price  System  and 
the  Ruble  Exchange  Rate,”  International  Monetary  Fund  Staff 
Papers,  Vol.  I,  No.  2  (September  1950),  pp.  203-23. 

23.  In  the  opinion  of  most  American  observers  the  main 
reason  for  the  ruble  reissue  was  to  overcome  the  inflationary 
effect  of  wartime  currency  issues.  These  critics  assert  that  talk 
of  counterfeit  money  is  but  a  sham  excuse  intended  to  conceal 
the  exact  details  of  currency  expansion  during  the  war.  Ac¬ 
cording  to  Voznesensky,  however,  “.  .  .  in  the  course  of  three 
years  of  the  Patriotic  War,  the  amount  of  money  in  circulation 
increased  2.4  times,  and  although  it  exceeded  the  volume  of 
goods  circulation  during  the  war  economy  period,  it  neverthe¬ 
less  remained  relatively  stable  throughout  the  war.”  Voznesen¬ 
sky,  op.  cit.,  p.  1 14.  This  compares  favorably,  again  according 
to  Voznesensky,  with  the  monetary  record  in  Russia  during 
World  War  I.  Then  the  i. 6-billion-ruble  circulation  at  the  be¬ 
ginning  of  the  war  increased  14  times,  making  for  a  total  of 
23  billion  rubles  in  the  monetary  system  at  the  end  of  the  war. 


excess  of  10,000  were  treated  in  the  above  manner 
up  to  10,000  rubles,  and  all  over  this  amount  were 
revalued  by  exchanging  two  old  rubles  for  one 
new  ruble.  The  government  believed  that  profiteers 
would  have  the  largest  bank  accounts  and  consid¬ 
erable  cash — and  consequently  these  accumulations 
were  hit  the  hardest.  The  official  decree  admitted 
that  “the  carrying  out  of  the  currency  reform  de¬ 
mands  certain  sacrifices.  The  State  is  taking  on 
itself  the  greater  part  of  the  sacrifices,  but  it  is  also 
necessary  for  the  population  to  bear  a  part  of  the 
sacrifices — all  the  more  so,  since  it  will  be  the  last 
sacrifice.” 

On  March  1,  1950  the  Russians  put  the  interna¬ 
tional  value  of  the  ruble  on  a  gold  basis.  This  was 
more  a  propaganda  device  than  an  important  de¬ 
velopment  in  international  finance.  Since  the  ruble 
is  not  bought  and  sold  freely  on  foreign  exchanges, 
the  exchange  rate  is  only  a  device  for  calculating 
Russian  foreign  trade  dealings  and  for  effecting 
settlements  in  foreign  currencies.  The  rate  is  usu¬ 
ally  set  through  the  gold  parity  of  a  foreign  cur¬ 
rency.  In  1936  this  was  the  dollar;  in  1936  and  up 
to  July  1937  it  was  the  French  franc.  After  mid- 
1937  the  ruble  was  again  pegged  to  the  dollar. 

The  recent  shift  away  from  the  dollar,  accord¬ 
ing  to  Russian  propaganda,  was  undertaken  be¬ 
cause  this  country’s  refusal  to  devalue  its  currency 
had  given  the  dollar  an  artificially  exalted  role  in 
international  finance.  Moscow  claimed  that  gold 
was  a  more  stable  yardstick  than  the  American 
dollar. 

The  value  of  the  ruble  was  fixed  at  0.222168 
grams  of  fine  gold,  which  corresponds  to  a  price 
for  fine  gold  of  4.501 1  rubles  per  gram.  Since 
0.222168  grams  of  fine  gold  are  worth  25  United 
States  cents  at  this  country’s  statutory  gold  price 
of  $35  an  ounce,  the  exchange  rate  of  the  ruble  in 
dollars  went  from  5.3  rubles  to  4  rubles  per  Ameri¬ 
can  dollar.  The  preferential  diplomatic  exchange 
rate  was  first  altered  from  8  to  6  rubles  per  dollar 
and  then,  as  of  July  i,  1950,  abolished.  As  the 
pound  was  devalued  in  relation  to  the  dollar  and 
the  dollar  devalued  in  relation  to  goods,  the  ap¬ 
preciation  of  the  ruble  was  represented  as  an  at¬ 
tempt  to  demonstrate  the  Moscow  thesis  that  the 
ruble  is  the  sturdiest  currency  in  the  world. 

While  the  Western  world  remains  unaffected  by 
the  ruble  revaluation — since  the  ruble  is  not  a 
truly  international  currency  and  Soviet  foreign 
trade  is  not  subject  to  market  forces  but  rather 
to  the  dictates  of  government  planners — the  fu¬ 
ture  significance  of  the  move  may  lie  in  the  effect 
it  has  on  economic  relations  between  the  U.S.S.R. 
and  its  satellites.  In  those  transactions  the  ruble 
may  possibly  become  a  hard  currency,  and  transac- 
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tions  and  trade  agreements  may  no  longer  be 
quoted  in  terms  of  dollars,  as  was  the  case,  for 
example,  in  the  Chinese-Russian  agreements  of 
February  14,  1950.  As  yet,  however,  there  is  just 
not  sufficient  information  available  to  see  how  re¬ 
valuation  has  affected  trade  within  the  Soviet 
sphere  of  influence. 

Another  factor  that  minimizes  the  international 
significance  of  the  ruble  appreciation  is  that  the 
U.S.S.R.  has  never  played  a  role  of  any  importance 
in  international  trade — especially  when  considered 
on  a  quantitative  basis.  Whichever  way  Soviet 
commerce  is  calculated — either  as  a  percentage  of 
total  world  trade,  or  Russian-American  trade,  as  a 
percentage  of  American  trade — the  resulting  an¬ 
swer  is  relatively  insignificant.  From  1918  to  1941 
only  once  did  more  than  2.3  per  cent  of  American 
exports  go  to  the  U.S.S.R.,  and  that  was  the  1931 
high  mark  of  4.3  per  cent.  During  that  same  period 
the  highest  percentage  of  total  American  imports 
that  ever  came  from  the  U.S.S.R.  was  1.2  per  cent 
in  1938.  The  situation  is  somewhat  different  when 
viewed  from  the  Russian  side.  Russia’s  peak  ex¬ 
port  year,  percentagewise,  to  the  United  States 
was  1936  when  9.6  per  cent  of  total  exports  came 
to  this  country.  They  have,  with  more  or  less  con¬ 
sistency,  purchased  a  substantial  share  of  their  im¬ 
ports  from  the  United  States,  and  the  average 
figure  hovers  just  under  20  per  cent.^** 

Since  the  deterioration  in  American-Russian  re¬ 
lations,  trade  has  very  nearly  dried  up  in  recent 
years,  as  shown  by  Department  of  Commerce  fig¬ 
ures.  American  exports  to  the  U.S.S.R.  during  the 
period  from  January  through  June  1950  averaged 
about  $100,000  a  month.  The  Russians,  having 
less  to  gain  by  restricting  commerce  with  this  coun¬ 
try,  exported  to  the  United  States  during  this 
period  goods  valued  at  an  average  of  3.3  million 
dollars  per  month.^®  In  these  days  when  billion- 
dollar  computations  are  frequent,  it  is  clear  that 

2^.  See  Alexander  M.  Baykov,  Soviet  Foreign  Trade  (Prince¬ 
ton,  Princeton  University  Press,  1946)  and  Mikhail  V.  Condoide, 
’Russian-American  Trade  (Columbus,  Ohio  State  University, 
1946). 

25.  U.S.  Department  of  Commerce,  Bureau  of  the  Census, 
“Trade  With  U.S.S.R.  and  Other  Eastern  Europe,  September 
1950,”  United  States  Foreign  Trade,  Summary  Report  FT  952 
(Nov.  17,  1950). 


the  United  States  and  the  Soviet  Union  are  as  far 
apart  in  trade  as  they  are  in  foreign  policy. 

CONCLUSIONS 

Today,  as  the  Soviet  Union  is  preparing  to 
embark  on  a  fifth  Five-Year  Plan,  it  is  evident  that 
planning  remains  the  keynote  of  the  national  econ¬ 
omy.  During  the  30-year  period  since  the  introduc¬ 
tion  of  the  first  FYP,  administrations  and  organiza¬ 
tions  of  the  planning  apparatus  have  undergone 
frequent  alterations,  but  the  principle  of  total  plan¬ 
ning  has  never  been  seriously  challenged. 

In  discussions  of  the  Soviet  economy  two  ex¬ 
treme  views  are  often  expressed.  One  school  con¬ 
tends  that  socialism  as  practiced  in  Russia  is  an 
inefficient  economic  organization  of  society  and 
that  after  33  years  the  U.S.S.R.  has  still  not  been 
able  to  provide  a  decent  life  for  its  citizens.  The 
implications  of  this  position  are  that  the  Russian 
economy  is  so  weak  and  the  people  so  poor  that  a 
complete  breakdown  of  the  nation  is  within  the 
realm  of  possibility.  The  other  school  contends 
that  the  U.S.S.R.  is  the  most  powerful  nation  the 
world  has  ever  seen  and  is  capable  of  sweeping 
across  Europe  to  the  English  Channel  in  a  matter 
of  days.  While  Nazi  Germany  was  handicapped 
by  economic  and  manpower  difficulties,  the  Soviet 
Union  is  said  to  possess  boundless  strength. 

The  truth  seems  to  lie  somewhere  between  these 
two  extremes.  The  Russian  economy,  on  all  counts, 
is  less  productive  than  the  American.  This  is  due  in 
large  part  to  the  relative  underdevelopment  of 
Russian  resources.  It  is  a  moot  and,  for  the  im¬ 
mediate  future,  academic  question  to  ask  if  the 
Russians  have  the  human  and  material  potential 
seriously  to  challenge  American  industrial  power. 
At  the  same  time  the  Russian  economy,  although 
not  a  serious  contender  for  world  leadership,  has 
resiliency  and  a  toughness  that  stood  it  in  good 
stead  in  1941  and  1942  and  might  prevent  it  from 
being  shattered  by  a  war  of  attrition. 

The  mere  fact,  however,  that  Russian  economic 
might  is  even  relatively  comparable  to  that  of  the 
United  States  indicates  the  importance  for  this 
country  of  having  as  allies  the  independent  coun¬ 
tries  of  Western  Europe  and  Asia. 


Labor  in  the  U.S.S.R. 

BY  HOWARD  C.  GARY 


NO  aspect  of  Russian  economic  life  is  as  contro¬ 
versial  as  the  conditions  of  labor — and  about  few 
subjects  is  there  less  reliable  information.  The  pre¬ 
vailing  non-Soviet  view  is  that  Russian  labor  is  not 
free.  This  charge  refers  to  the  fact  that  the  Russian 
worker  does  not  have  the  freedom  of  choice  which 
is  considered  the  basic  privilege  of  employees  in  a 
democratic  state. 

Soviet  trade  unions — with  a  membership  total  of 
nearly  30  billion  workers — are  considered  to  be 
mere  adjuncts  of  the  Communist  party.  Their  main 
responsibility  consists  of  prodding  members  to  in¬ 
crease  productivity.  They  also  aid  in  administering 
various  social  insurance  provisions  as  well  as  safety 
regulations.  Wage  rates,  the  length  of  the  working 
day  and  working  conditions  are  established  by  the 
government.  The  trade  unions  have,  at  best,  only 
an  indirect  influence  in  their  determination.  More¬ 
over,  since  these  particular  conditions  of  labor  are 
stated  in  legislative  acts,  they  are  not  subject  to 
dispute. 

Machinery  does  exist — in  the  form  of  factory  and 
shop  committees — for  the  negotiation  of  disagree¬ 
ments.  These  disputes  concern  questions  of  the 
implementation  of  labor  laws,  factory  rules  or  labor 
agreements,  which  frequently  relate  to  the  prob¬ 
lems  of  an  individual  employee.  The  argument  of 
the  Kremlin  is  that  since  the  U.S.S.R.  is  a  workers’ 
state,  no  really  serious  conflict  of  interests  can  arise 
between  employees  and  the  government.  There¬ 
fore,  Soviet  leaders  say,  Russian  workers  do  not 
need  labor  practices  and  policies  such  as  exist  in 
Western  nations. 

Some  critics  of  the  U.S.S.R.  contend  that  a  con¬ 
siderable  part  of  the  Soviet  labor  supply — estimates 
range  from  i  million  to  over  20  million — consists 
of  slave  or  prison  labor.  Russian  leaders  vigorously 
deny  these  charges  and  write  them  off  as  anti- 
Soviet  propaganda — although  all  requests  for  an 
impartial  on-the-spot  investigation  by  an  interna¬ 
tional  commission  have  been  refused  by  the 
Kremlin. 


It  is  no  secret  that  Soviet  law  gives  the  Ministry 
of  Interior  (MVD)  authority  to  send  prisoners, 
political  as  well  as  criminal,  to  “camps  of  correc¬ 
tional  labor.”  The  official  position  of  the  Soviet 
government  is  that  these  camps  provide  prisoners 
with  every  opportunity  to  be  rehabilitated  into 
socially  useful  people.  In  its  propaganda,  Moscow 
stresses  that  prisoners  are  employed  in  important 
tasks  of  socialist  construction  under  what  it  de¬ 
scribes  as  humane  conditions. 

In  recent  years  there  has  become  available  the 
testimony  of  an  increasing  number  of  individuals, 
now  living  in  Western  nations,  who  have  actually 
been  incarcerated  in  these  camps.  Their  evidence 
suggests  that  “hundreds  of  thousands  and  millions 
of  people  perish  in  them  from  starvation,  cold,  and 
exhaustion.”*  While  some  of  these  accounts  are, 
perhaps,  fictionalized — as,  for  example,  extended 
quotations  of  conversations  that  took  place  decades 
ago  in  a  labor  camp — Moscow  can  convincingly 
answer  the  mounting  volume  of  such  accusations 
only  by  permitting  an  on-the-spot  investigation  by 
an  international  political  or  humanitarian  organ¬ 
ization. 

Whatever  may  be  the  complete  truth  on  the 
slave-labor  controversy,  there  is  no  doubt  that  the 
techniques  of  economic  planning  in  the  U.S.S.R. 
often  brought  crude  and  ruthless  treatment  of  the 
workers.  Many  observers  have  been  quick  to  point 
out,  however,  that  the  undemocratic  labor  practices 
of  Soviet  Russia  are  not  a  necessary  concomitant  of 
a  planned  economy.  According  to  a  British  expert 
on  trade  unions  in  the  U.S.S.R.,  “it  would  be  erro¬ 
neous  to  deduce  .  .  .  that  the  peculiarly  Russian 
features  of  labor  policy,  the  features  that  have  in 
fact  more  than  a  flavor  of  revived  serfdom  about 
them,  are  inherent  in  planned  economy  or  more 
specifically  in  socialist  planning.”^ 

1.  David  J.  Daliin  and  Boris  I.  Nicolaevsky,  Forced  Labor  in 
Soviet  Russia  (New  Haven,  Yale  University  Press,  1947),  p.  19. 

2.  Isaac  Dcutschcr,  Soviet  Trade  Unions  (London,  Royal 
Institute  of  International  Affairs,  1950),  p.  137. 


In  the  April  13  issue  of  FOREIGN  POLICY  REPORTS: 

GREECE:  A  PERMANENT  CRISIS.?  by  William  H.  McNeill 


